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INTRODUCTION. 


THE  greater  part  of  the  following  observations  have 
been  communicated  in  letters  to  friends  at  different 
periods,  and  more  particularly  in  those  times  when 
the  writer  had  reason  to  believe,  that  he  saw  the 
shadows  of  forthcoming  events,  that  would  disturb 
our  monetary  system. 

This,  it  is  hoped,  will  be  sufficient  excuse  for  the 
want  of  arrangement,  and  for  the  familiarity  of  the 
style. 

I  have  for  some  years  been  anxiously  looking 
forward  to  the  time  when  the  currency  question 
might  occupy  the  attention  of  this  great  nation  ; 
and  when  the  evil  of  our  present  system  should  be 
so  evident,  that  few  would  be  found  to  raise  objec- 
tion to  a  fair  enquiry  on  the  subject.  Many  persons 
conscientiously  believe  that  there  may  be  danger  in 
changing  our  metallic  currency,  or,  as  the  term 
goes,  "  tampering  with  it."  But  it  may  be  asked, 


What  foundation  have  they  for  this  fear  ?  Do  they 
think  that  their  property  would  be  risked  by  the 
change ;  or  does  it  arise  from  a  want  of  knowledge 
on  a  subject  so  abstruse  as  that  of  our  circulating 
medium  ?  If  the  former,  how  deceived  they  are ; 
for  the  present  system  puts  in  jeopardy  the  whole 
wealth  of  the  nation,  by  its  secret  working.  If  the 
latter,  it  is  hoped  that  it  will  not  be  thought  pre- 
sumptuous to  offer  a  few  observations,  which  I  trust 
will  be  received  favourably.  I  may  assert,  with 
truth,  that  these  observations  are  given  with  the 
best  intention.  I  have  avoided  censuring  any  one ; 
being  willing  to  suppose,  that  whatever  evil  may 
have  arisen  from  an  erroneous  system,  it  might, 
under  peculiar  circumstances,  appear  at  the  time  it 
was  adopted,  not  so  mischievous  as  the  working  has 
proved  it  to  be ;  and  I  likewise  think,  that  error  in 
judgment  should  not  be  construed  into  a  premedi- 
tated act  of  injustice.  I  am  led  to  make  these  latter 
remarks  by  having  read,  in  some  publications,  very 
harsh  language  used  towards  individuals  who 
thought  otherwise.  I  am  aware  that  the  currency 
question  is  one  of  vital  importance,  and  would  re- 
quire calm  judgment,  and  judicious  treatment,  in 
any  change  made  towards  an  improvement. 


OBSERVATIONS. 


PERHAPS  there  is  no  term  more  familiar  to  the  gene- 
rality of  persons  than  "  Standard  of  Value,"  yet 
few  take  the  trouble  to  enquire  as  to  its  real 
meaning  and  intent.  But  the  wisdom  of  placing  it 
on  a  proper  basis  may  be  estimated,  when  its  utility 
and  importance  are  explained. 

I  shall  briefly  state,  that  the  present  standard  of 
value  of  this  country  is  represented  by  an  ounce  of 
gold,  containing  440  grains  of  fine  gold  and  40 
grains  of  copper,  and  coined  into  sovereigns  at  a 
rate  of  £3  :  17  :  10^  per  ounce,  which  are  made 
legal  tenders  to  any  amount. 

I  prefer  giving  my  idea  of  the  use  of  a  standard 
of  value  in  silver,  as  I  believe  the  change  which 
took  place  in  the  year  1774  from  the  silver  standard 
to  the  gold  one,  to  have  been  the  means  of  producing 
great  evil  to  the  country ;  nor  ought  we  to  have 
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it 

departed  from  the  ancient  use  of  that  metal  as  all 
other  nations  found  their  standard  upon  it. 

The  use  and  intent  of  a  standard  of  value,  agree- 
able to  my  idea,  is  thus  explained : — The  metal  to 
be  used  for  coinage  has  a  fixed  quality,  called 
"  Standard,"  containing  eighteen  pennyweights 
twelve  grains  of  fine  silver,  and  one  pennyweight 
twelve  grains  of  alloy,  making  together  one  ounce 
of  metal,  which,  in  the  bullion  market,  may  be 
worth  five  shillings  :  this  ounce,  by  the  royal  prero- 
gative, is  at  present  converted  into  coin,  at  the  no- 
minal rate  of  five  shillings  and  sixpence  the  ounce, 
or  sixty-six  shillings  are  cut  out  of  the  pound  troy.* 
These  coins  are  then  to  be  considered  the  standard 
of  value,  or,  more  properly  speaking,  the  coins  to 
be  used  as  legal  tenders.  It  will  be  shown  that 
this  arrangement  has  reference  to  a  threefold  pur- 
pose. First,  the  fixed  standard  quality  enables  the 
foreigner  to  calculate  the  par  of  exchange  between 

*  I  should  recommend  that  sixty-two  shillings  should  be  cut  out 
of  the  pound  troy,  for  ten  per  cent,  is  too  large  a  seignorage ;  we 
should  then  return  to  the  standard  which  was  in  use  in  the  time  of 
Queen  Elizabeth.  If  we  can  revert  to  the  standard  of  so  remote 
a  period,  is  it  not  a  proof  that  silver  fluctuates  but  little  in  price, 
as  compared  with  other  things  ? 


two  countries,  or  more  simply  to  compare  the 
quantity  of  fine  silver  contained  in  their  respective 
coins:  thus,  if  twenty  shillings  contain  1614-rVb- 
grains  of  fine  silver :  23Ty3-  franc  pieces  contain 
the  same  quantity  of  fine  silver,  making  the  par  of 
exchange  between  France  and  England  23-jW 
The  French  merchant  has  no  farther  interest  in  our 
standard,  than  the  knowledge  of  the  quality  of  the 
metal  in  a  given  weight.  In  the  second  place,  the 
market  price  of  standard  silver  being  five  shillings 
the  ounce,  and  the  coining  rate  (as  I  have  before 
proposed)  five  shillings  and  two  pence  the  ounce, 
there  would  accrue  a  seignorage  of  nearly  four  per 
cent,  by  the  conversion,  which  would  pay  for  the 
expense  of  coinage,  and  allow  a  profit .  to  the  Go- 
vernment. This  seignorage  would  likewise  have  the 
effect  of  keeping  the  coins  in  circulation  amongst  the 
people  for  the  convenience  of  home  trade  (indeed 
their  only  legitimate  use),  the  higher  nominal  value 
of  the  coin  as  compared  with  bullion  not  allowing  them 
to  be  exported  for  the  sake  of  profit.  In  the  third  place, 
the  standard  coin,  or  its  representative,  is  used  as  a 
means  for  settling  all  accounts  between  ourselves,  at 
such  a  fixed  rate  as  when  tendered  shall  be  consi- 
dered in  law  as  paid  in  full.  It  may  well  be  sup- 


posed  that  disputes  would  arise  between  debtor  and 
creditor,  if  there  were  no  arbitrary  rate  in  which 
accounts  should  be  considered  as  settled.  Let  us 
suppose  a  case  without  this  nominal  standard  of 
value.  A,  having  a  sum  to  pay  to  B,  would  not 
know  what  B  would  require  of  him.  A  says  to  B, 
I  have  come  to  settle  my  account,  and  I  have 
brought  silver  with  me ;  B  answers,  I  do  not  want 
silver,  give  me  gold.  A  retorts,  I  have  no  gold, 
you  must  take  my  silver,  at  five  shillings  the  ounce; 
again  B  replies,  silver  is  only  worth  four  shillings 
and  eleven  pence  the  ounce  :  and  so  they  would  go 
on  in  dispute,  till  at  last,  by  mutual  consent,  they 
would  fix  some  standard  of  value  for  their  own  con- 
venience. And  here  again  we  may  remark  upon 
the  little  regard  the  foreigner  has  for  our  standard 
coin,  for  we  cannot  compel  him  to  settle  accounts  at 
their  nominal  value  ;  he  receives  them  only  in  pay- 
ment at  such  rates  as  the  exchanges  may  govern. 
This  leads  me  to  notice  the  advantage  which  the 
country  gains  by  using  bullion  as  an  article  of  com- 
merce, instead  of  coin  ;  for  if  the  merchant  can 
procure  bar-gold  at  the  mint  price  of  £3  :  17  :  10- 
the  ounce,  he  has  for  certain  440  grains  of  fine 
gold,  for  which  France  will  allow  a  certain  number 
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of  francs ;  but  if  the  merchant  is  compelled  to  send 
sovereigns  nominally  worth  £3  :  17  :  10^  the 
ounce,  but  actually  not  containing  440  grains  of 
fine  gold,  either  by  being  deficient  in  weight  or 
quality,  then  France  will  allow  so  much  less  in 
francs  as  will  meet  the  depreciation  ;  and  as  one  or 
the  other  governs  the  rate  of  exchange,  it  follows 
that  every  bill  of  exchange  is  affected  by  it.  There- 
fore we  should  not  convert  bullion  into  coin,  without 
the  actual  want  of  the  coin  for  home  circulation. 

The  common  consent  of  all  the  world  has  fixed 
upon  the  precious  metals  as  the  representative  of 
all  commodities,  so  that  any  discrepancies  in  com- 
merce may  be  rectified  by  them  at  such  rates  as  the 
demand  and  supply  may  govern.  In  England  alone 
is  this  advantage  lost  sight  of,  by  firing  a  price  for 
the  purchase  and  sale  of  gold,  both  without  limita- 
tion. Let  us  now  see  how  these  fixed  prices  ap- 
pear to  work,  in  a  more  familiar  shape  : — Suppose 
A  to  agree  to  purchase  wheat  at  £1  :  19  :  11 
per  quarter,  in  any  quantity  and  at  all  times, 
without  reference  to  demand  and  supply ;  and  com- 
pelled to  sell  the  same  in  any  quantity,  and  at  all 
times,  at  £2  per  quarter,  must  not  A  of  necessity 
be  a  victim  in  both  cases?  While  wheat  could 
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be  grown  or  imported  at  a  less  price  than 
£1  :  19  :  11  per  quarter,  A  would  be  overwhelmed 
with  an  article  for  which  he  had  no  demand. 
Again,  as  soon  as  the  price  of  wheat  exceeded  that 
of  £2  per  quarter,  he  would,  with  equal  certainty, 
be  called  upon  to  supply  the  article,  and  perhaps  a 
demand  made  for  a  quantity  beyond  his  ability 
to  meet,  and  for  the  sake  only  of  profit  to  indi- 
viduals. These  fixed  prices  make  us  the  store- 
keepers of  gold  for  all  the  world.  There  are  other 
causes  which  disturb  our  monetary  system  in  the 
present  day,  besides  the  balance  of  trade  being 
against  us,  such  as  foreign  loans,  stocks,  shares, 
&c.,  which  are  used  as  a  means  of  speculation  by 
great  capitalists  ;  to  which  may  be  added  the  occa- 
sional demand  for  gold  for  the  support  of  credit  in 
other  countries. 

These  facts,  and  their  consequences,  lead  me  to 
revert  to  the  preferred  silver  standard ;  and, 
quoting  the  opinions  of  men  of  sound  judgment  as 
a  corroborative  of  my  idea  on  this  subject,  Mr. 
Huskisson,  in  a  speech  on  the  panic  of  1 825,  said, 
"  that  the  history  of  France  proved  the  value  of  a 
steady  and  unchanging  currency."  Does  not  this 
steadiness  then  arise  from  their  having  a  silver 


11 

standard?  For  my  part,  I  have  no  doubt  what- 
ever on  the  subject :  for  I  know  that  no  large  quan- 
tity of  five  franc  pieces  have  at  any  time  come 
to  this  country.  Can  we  say  as  much  for  the 
stability  of  our  gold  standard  ?  Have  not  millions 
and  millions  of  our  gold  coins  been  sent  abroad, 
solely  for  the  sake  of  profit  to  the  exporter  ? 

Coins  and  bullion  have  their  separate  uses :  by 
keeping  this  in  view,  the  mind  may  be  relieved 
of  much  confusion.  Coins  are,  or  ought  to  be, 
struck  solely  for  home  circulation ;  and  the  stamp 
they  bear  gives  to  the  possessors,  when  of  full 
weight,  the  certainty  of  having  so  many  grains  of 
fine  gold,  or  fine  silver,  in  each.*  These  coins 
would  rarely  be  drawn  from  their  legitimate  use  if 
silver  was  the  standard,  and  gold  had  no  fixed 
price.  The  merchants  (who  invariably  prefer  it) 
would  purchase  bullion  for  exportation  ;  for  if  gold 
in  the  market  should  reach  £4  the  ounce,  and  the 
sovereign  be  allowed  to  meet  that  price,  say 

*  Our  metallic  currency  might  be  maintained  in  a  wholesome 
state,  that  is,  up  to  its  weight,  by  creating  a  fund  from  a  seignor- 
age,  for  the  purpose  of  paying  the  loss  on  the  recoinage  of  the 
worn  money. 
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£  1  :  0  :  6,  there  would  be  no  inducement  to  send 
the  coin  away.  But  the  present  system  of  allowing 
individuals  the  privilege  of  coining  at  the  Mint, 
without  reference  to  the  want  of  the  coin  for  circu- 
lation, is  unjust  to  the  Bank,  expensive  to  the 
country,  and  injurious  to  the  merchant;  for  this 
operation  only  takes  place  when  the  precious  metals 
are  abundant,  and  afford  a  profit  by  the  conversion. 
Thus  these  important  interests  are  sacrificed  for  the 

benefit  of  a  few. 
^-— 
Bullion  is  sent  to  the  Mint  for  coinage  when  the 

price  of  bullion  is  below  that  of  the  Mint,  the 
sovereigns  are  brought  to  the  Bank,  and  exchanged 
for  notes,  which  notes  are  employed  in  the  pur- 
chase of  other  bullion,  for  the  purpose  of  further 
coinage,  and  again  brought  to  the  Bank,  till  at  last 
their  coffers  overflow  with  a  depreciated  article  for 
commercial  purposes,  and  a  too  abundant  stock  for 
home  use. 

In  a  return  made  in  February  1825,  the  stock  of 
.  gold  coin  in  deposit  is  stated  at  £7,285,000,  while 
the  bullion  was  only  £1,572,000.  Unfortunately, 
this  year  a  large  demand  was  made  for  the  precious 
metals  for  international  purposes.  One  individual 
exported  between  six  and  seven  millions,  which 
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consequently  took  the  greater  part  of  the  stock  of 
sovereigns.  It  is  possible,  if  there  had  been 
£7,285,000  in  bullion,  that  large  sum  might  have 
gone  quietly  away  as  an  article  of  commerce  ;  and 
the  panic  which  took  place  in  the  December  fol- 
lowing, might  have  been  modified.  Whenever  any 
considerable  demand  for  gold  takes  place,  and  par- 
ticularly coin,  the  public  become  alarmed,  and 
hoard  the  sovereigns,  thus  diminishing  the  useful 
portion  of  the  circulation,  and  which  can  only  be 
replaced  by  fresh  calls  upon  the  Bank,  thereby 
decreasing  the  deposit,  and  adding  to  the  people's 
fears. 

I  think  I  am  justified  in  asserting  that  no  appre- 
hension need  be  felt  by  a  run  for  cash  on  the  part 
of  the  people,  unconnected  with  foreign  exports, 
provided  there  be  a  reasonable  amount  of  cash  in 
deposit  ;  for  though  the  public  mind  is  soon 
alarmed  yet  it  is  soon  appeased.  I  only  know  of 
one  symptom  of  distrust  on  the  part  of  the  public  : 
when  the  demand  for  gold  coin  beyond  that  required 
for  circulation  took  place,  May,  1831,  it  was  met 
very  judiciously  and  soon  ceased.  Professor  Play- 
fair,  in  his  view  of  the  "  money  system  of  Eng- 
land," says,  in  allusion  to  the  run  for  gold  in  1793, 


14 

"  In  the  months  of  March,  April,  and  May,  a 
demand  for  guineas  arose  in  this  manner  :  they  had 
been  worth  twenty-seven  livres  in  silver,  or  £1  :  2  :  G 
in  Paris.  The  Bank,  alarmed  at  the  demand,  which 
would  have  drained  all  the  guineas,  diminished  the 
circulation  of  its  notes.  No  sooner  did  the  Bank 
of  England  contract  its  issues,  than  the  private 
bankers  were  constrained  to  follow  its  example ; 
and  the  distress  and  injury  to  credit  caused  by  the 
withdrawal  of  accommodation  and  the  curtailment 
of  the  currency,  aided  by  the  bad  harvest  of  1 795, 
and  the  war  expenditure,  produced  such  general 
distrust,  that  early  in  the  year  1797,  the  bank 
informed  the  minister  of  its  inability  much  longer  to 
meet  the  increasing  demand  upon  it  for  gold. 
Universal  bankruptcy  and  total  extinction  of  credit 
must  have  ensued,  but  for  the  prompt  and  decisive 
resolution  taken  by  Mr.  Pitt. 

The  famous  orders  in  council  were  issued,  and 
were  succeeded  by  the  Bank  Restriction  Act,  which 
by  its  effect  controlled  the  destiny  of  Europe  ;  and 
is  likely  at  last  to  sink  England  herself  under  the 
magnitude  of  the  debt  which  it  created.  What  fol- 
lowed this  bold  measure  is  too  familiar  to  require 
detail :  a  simple  remark  is  all  that  need  be  added  ; 
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had  the  ancient   standard  not  been  altered  in  1774, 
and  had  the  Bank  been  liable  only  to  be  called  upon 
for  payment  in  silver,   or  if,  with  Mr.    Locke,  no 
Mint  price  were  affixed  to   gold,  so  that  the  Bank 
might  have  rated  guineas  in  exchange  for  its  notes, 
at  the  current  price  of  bullion,  the  same  as  they 
would  be  willing  to  take  them  in  payment,  no  run 
would  ever  have  taken  place,  because  the  induce- 
ment to  it  would  not  have  existed,  and  consequently 
no  restriction  would  have  been  necessary.     Never- 
theless, in  the  teeth    of  experience   and    with   all 
those  facts  as  guides,  on  the  new  coinage,  in  1816 
and    1817,  the  silver  was  once   more  depreciated 
below  the  standard  of  Elizabeth,  and,  by  an  Act  of 
that  year,  made  legal  tender  only  to  the  amount  of 
forty  shillings ;  and  this  is  called  a  return  to  the 
sound  currency  of  our  ancestors.     The  first  war  in 
which  Great  Britain  shall  be  engaged,  nay,  the  first 
disturbance   that  occurs  between  any  of  the  great 
Continental  powers,  will  immediately  be  followed 
by  another  "  Bank  Restriction  Act." 

But  without  either  of  these  great  events  there  is  a 
restriction  at  all  times,  to  the  extent  of  the  differ- 
ence between  the  bullion  in  deposit  at  the  Bank  of 
England  and  the  amount  of  the  paper  issues  of  the 
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kingdom,  as  may  be  seen  by  the  following  return 
made  in  the  year  1835  :— 

RETURN  1835. 

Bank  of  England  Paper  Issues    £17,262,000 

Deposits 19,169,000 


36,431,000 
Private  Bank  Issue £8,334,860 

Joint  Stock  ditto   2,799,550 

£11,134,410 


£47,565,410 
Return  of  Bullion  in  deposit 6,000,000 


Cash  restriction £41,565,410 

This  large  restriction  may  be  thus  accounted  for  : 
Bank  notes  being  legal  tenders,  give  the  privilege 
to  all  private  and  joint  stock  banks  of  founding  their 
issues  on  those  of  the  Bank,*  and  relieve  them  from 
the  charge  of  holding  any  quantity  of  bullion  in 
deposit  above  what  is  wanted  for  mere  change  ;  and 
thus  the  onus  is  thrown  on  the  Bank  of  England 

*  Thus  the  private  and  joint  stock  banks  found  their  issues  on 
£17,262,000,  whilst  the  Bank  of  England  found  theirs  only  on 
£6,000,000. 
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alone,  for  the  support  of  the  whole  paper  circula- 
tion ;  and  bank  stock  and  other  securities  go  for 
nothing,  as  a  demand  upon  them  for  gold,  to  the 
amount  only  of  £JO  more  than  they  have  in  deposit, 
will  cause  immediate  stoppage,  and,  consequently, 
fearful  distrust  and  ruin. 

Mr.  Harris,  who  was  formerly  in  the  Royal  Mint, 
has  stated  his  valuable  opinion  on  the  subject  of 
gold  coins  as  follows  :  "  Rates  on  gold  coins  are  not 
to  be  fixed  arbitrarily,  but  are  to  be  regulated  by 
the  price  which  gold  then  bears  to  silver  as  a  stand- 
ard. These  rates  are,  and  always  have  been,  consi- 
dered as  subject  to  this  rule,  and  also  to  be  altered 
again  and  again  whenever  the  case  may  so  require. 
Under  this  limitation,  it  is  very  convenient  that 
gold  coins  should  pass  as,  or  instead  of,  money,  but 
as  not  being  themselves  money,  or  the  standard 
measure  of  the  value  of  all  other  things.  It  is  a 
fundamental  characteristic  of  money,  that,  as  a  mea- 
sure, it  continues  invariable  ;  that  is,  that  a  pay- 
ment in  the  standard  coins  of  any  specific  sum 
agreed  upon,  is,  whenever  made,  a  full  discharge  of 
that  contract,  without  regarding  at  all  how  silver  may 
have  varied  in  its  value  with  respect  to  commodities 
in  general,  by  an  increase  and  decrease  of  its  quan- 
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tity.  But  gold  coins  are  to  be  considered  in  ano- 
ther view  :  payments  in  them  may  not  be  for  quan- 
tity. It  is  by  the  rates  only  which  gold  coins  bear 
in  respect  to  silver  as  a  standard  at  the  time  of  pay- 
ment that  contracts  are  discharged,  and  not  accord- 
ing to  the  rates  which  these  coins  might  have  at  the 
time  when  the  contracts  were  made.  In  this  view 
only  gold  coins  are  to  be  considered  ;  and  in  this 
view  they  are  upon  a  footing  with  any  other  com- 
modity, though  less  liable  to  a  sudden  and  great 
change  in  their  value  than  most  other  things." 

Lord  Lauderdale  entered  a  protest  on  the  journals 
of  the  House  of  Lords  against  Lord  Liverpool's  no- 
tion of  making  gold  a  standard  of  value ;  and  wisely ; 
for  the  immense  absorption  which  the  home  circu- 
lation requires,  must  lessen  the  means  of  meeting 
the  discrepancies  of  commerce.  Gold,  from  its  small 
bulk  and  great  value  (giving  facility  in  transmission), 
makes  it  a  very  desirable  article  for  international 
purposes,  and  therefore  is  wanted  here,  there,  and 
everywhere  ;  and  no  country  can  monopolise  it  with- 
out making  at  times  a  great  sacrifice.  To  maintain 
our  gold  standard,  a  sacrifice  is  frequently  made  by 
us  when  gold  is  temporarily  withdrawn  from  the 
bank  deposit  for  commercial,  political,  or  stock 
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transactions  by  the  necessity  of  suddenly  contract- 
ing the  paper  issues.  This  sudden  contraction  may 
be  accounted  for  by  stating  an  interesting  fact,  viz. 
that  the  purchase  and  sale  of  gold  (as  to  time)  is  as 
ninety-eight  to  eighteen  ;  or,  plainly,  a  certain  quan- 
tity of  gold  which  is  accumulated  by  importation 
during  a  period  of  ninety-eight  months,  is  with- 
drawn in  the  space  of  eighteen  months,  thus  giving 
a  long  period  of  easy  circulation  and  confidence  fol- 
lowed by  a  sudden  restriction  of  accommodation. 

Besides,  gold  is  too  expensive  to  use  for  home 
circulation  ;  for  this  purpose  it  is  a  dead  weight, 
and  prevents  the  expansion  of  the  commerce  of  the 
country  :  we  feel  great  inconvenience  when  it  is 
withdrawn  from  the  deposit  for  its  legitimate  pur- 
pose, that  of  international  exchange,  and  we  are  left 
without  a  representative.  It  is  the  want  of  this  re- 
presentative that  causes  all  the  distress  consequent 
on  a  panic,  and  not  the  want  of  gold.  Should  the 
Bank  be  drained  to  their  last  sovereign,  and  com- 
pelled to  stop  payment,  there  would  be  no  want  of 
gold  in  the  country,  for  thirty  or  forty  millions 
would  remain  absorbed  in  hoards  and  in  circulation  ; 
but  as  to  its  application  to  the  purpose  of  saving 
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the  country  from  a  national  bankruptcy,  it  might  as 
well  have  been  thrown  over  London  Bridge. 

I  believe  a  great  mistake  was  made,  on  the  return 
to  cash  payments,  of  forcing  at  all  times  a  metallic 
circulation  on  the  people.  Our  large  debt  having 
been  contracted  for  in  paper  under  a  cash  restric- 
tion, there  must  be  consequently  great  difficulty  in 
maintaining  our  credit  on  a  more  limited  basis. 
When  a  return  was  made  to  cash  payments,  and  the 
debt  requiring  nearly  forty  millions  of  issue  annually 
to  pay  the  interest,  two  most  material  circumstances 
should  have  been  taken  into  serious  consideration  : 
First,  The  best  possible  system  to  be  adopted  to 
enable  the  Bank  of  England  to  have  a  fair  and  use- 
ful circulation  of  paper,  based  on  a  gold  standard. 
Secondly,  What  amount  of  bullion  can  be  spared 
for  the  purpose  of  being  converted  into  coin  for 
home  convenience,  and  yet  be  able  to  retain  a  suffi- 
cient quantity  of  bullion  in  deposit,  to  meet  every 
foreign  demand. 

The  first  of  these  questions  appear  to  me  to  be 
the  most  difficult  to  deal  with,  for  sometimes  safety 
to  the  Bank  of  England  is  destruction  to  many  of 
the  public.  There  is  no  doubt  it  can  be  regulated 
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by  the  quantity  of  paper  put  into  circulation,  for  if 
gold   be  fixed   at  £3  :  17  :  10|   per  ounce,  and  all 
bank-notes  are  payable  in  the  same,  there  must  be 
some   definite  amount  of  notes   which  shall  be  at 
par  with  the  gold.     The  Bank  of  England  can  admi- 
nister the  currency  agreeably  to  this  rigid  rule ;  but 
the  question  is,  can   the   nation  bear  so  caustic  an 
application  on  its  trade  and   commerce?    Let  the 
practical  merchant  and  trader  answer  this  question. 
Let  us  suppose   ourselves  to  be   in  that  happy 
state  (recommended  by  some  persons)  of  one-third 
bullion    in  deposit  to   the  paper  issues :   thus,   six 
millions  of  bullion  in  hand,  and  eighteen  millions  of 
notes  in  circulation.    Mr.  Samuel  Jones  Loyd  would 
give  the  Bank  credit  for  this  position;  the  public 
may   find  money  easy,  commodities   at  fair  prices, 
and  prosperity  on  the   ascendant.      This  sunshine 
is  shortly  to  be  clouded,  not  by  any  misconduct  on 
the  part  of  the  Bank  cf  England,  but  by  circum- 
stances over  which  it  has  no  controul,  namely,  the 
particular  application  of  the  paper  already  in  the 
hands  of  the  public.     Great  capitalists  raise  a  loan 
for  some  foreign  power,  and  a  remittance  is  to  be 
made  in  bullion ;  they  procure  from  their  bankers 
notes,  which  are  presented  at  the  Bank  of  England, 
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and  bullion  or  coin  demanded.  Or  perhaps  a  sup- 
ply of  corn  may  be  required,  caused  by  a  bad  har- 
vest. The  speculators  act  in  the  same  way ;  they 
procure  notes,  which  are  turned  into  bullion  or  coin. 
Suppose  either  of  these,  or  both,  should  require  a 
million  of  gold  to  be  exported,  which  is  no  very 
large  amount,  let  us  see  how  the  case  will  stand. 

O  ' 

One  million  of  gold  taken  away  leaves  five  millions 
in  hand  ;  and  by  the  golden  rule  of  one  to  three,  the 
Bank  must  sell  two  millions  of  securities  to  make 
the  paper  circulation  fifteen  millions.  But  what  is 
the  consequence  of  this  operation  ?  \V  hy,  the  depre- 
ciation of  one-sixth  of  the  whole  property  of  the 
country,  the  very  object,  perhaps,  these  capitalists 
had  in  view,  for  they  want  to  buy.  It  is  impossible 
to  say  how  far  they  may  desire  to  depreciate  pro- 
perty, but  it  is  quite  certain  they  expect  (by  some 
means)  a  lucrative  speculation  by  the  transaction. 

The  same  power  of  capital  enables  them  to  pur- 
chase gold  abroad,  and  send  it  to  the  Bank,  who  are 
always  buyers  at  a  fixed  price :  out  go  the  notes, 
and  the  golden  rule  is  still  maintained.  But  prices 
alter  in  consequence,  and  the  capitalists  reap  the 
advantage  they  anticipated.  They  now  sell  dear 
that  which  they  had  bought  cheap. 
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It  may  be  worthy  of  remark,  whether  foreign  na- 
tions having  large  capitalists  could  not  act  upon  the 
circulation  in  the  same  injurious  manner  ? 

We  come  now  to  the  second  question, — The 
amount  of  bullion  to  be  converted  into  coin  for 
home  trade. 

This  can  only  be  regulated  by  the  minimum 
Bank  of  England  note.  On  the  return  to  cash  pay- 
ments, the  one  and  two-pound  notes  were  withdrawn 
from  circulation,  and  then  the  five-pound  note  was 
the  smallest.  Was  it  at  all  contemplated  that  the 
space  between  the  one-pound  note  and  the  five 
would  absorb  nearly  forty  millions  of  gold  ?  Would 
not  the  most  determined  advocate  for  cash  payments 
have  hesitated  on  this  fact  being  known  ?  Would 
they  not  have  said,  let  a  fifty-shilling  or  a  forty-shil- 
ling note  be  the  minimum,  for  so  much  gold  cannot 
be  spared  for  home  trade,  it  being  more  properly  an 
article  of  commerce;  and  the  security  of  a  five- 
pound  note  being  no  greater  than  a  fifty-shilling 
one,  we  will  fix  upon  that  as  the  one  most  likely  to 
meet  the  case. 

I  am  of  opinion  that  it  would  be  wise  for  so 
powerful  an  engine  as  the  Bank  of  England  to  have 
a  safety-valve,  to  relieve  it  from  the  effects  of  too 
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great  a  pressure  under  the  gold  standard.  Perhaps, 
if  the  following  system  were  judiciously  put  into 
practice,  the  circulation  might  remain  more  steady, 
and  not  be  subject  to  so  many  mischievous  fluctua- 
tions. We  may  suppose  thirty-five  millions  to  be 
about  the  amount  of  cash  in  circulation,  and  that 
eight  millions  are  in  deposit  at  the  Bank.  The 
thirty-five  millions  are  seldom  diminished  by  ex- 
portation, the  demand  being  always  made  upon  the 
deposit ;  and,  however  alarmingly  this  may  be  les- 
sened, we  do  not  meet  the  demand,  as  in  other 
cases,  by  raising  the  price  of  the  commodity,  for 
our  gold  is  unalterably  fixed ;  but  to  the  system 
proposed. 

SYSTEM. 

In  the  first  place,  let  us  consider  the  cash  in  cir- 
culation as  a  deposit,  which  might  be  increased  or 
decreased  as  the  foreign  exchanges  fluctuate,  either 
for  or  against  us,  and  the  action  upon  it  to  be 
governed  by  the  increase  or  decrease  of  the  bank 
deposit.  When  the  eight  millions  in  deposit  are 
lessened  to  such  an  extent  as  may  excite  alarm, 
permit  the  Bank  to  offer  one-pound  notes  in  pay- 


ment,*    instead   of   sovereigns,    which   the    public 
would  readily  receive,  as  they  are  more  convenient. 
I  think  the  issue  of  these  notes  might  go  on  without 
danger,    until  such  a   quantity  of  gold   should  be 
withdrawn  from  the  circulation   into  the  deposit,  as 
may  afford  the  desired  confidence.     I  should  sup- 
pose it  would  rarely   happen  that  more  than  five 
millions  would  be  taken  from  the  thirty-five  millions 
in   circulation.     Again,    when   the  precious   metals 
are  imported,  and  the  deposit  of  bullion  much  in- 
creased, issue  sovereigns,  and  gradually  withdraw  the 
one-pound  notes  from  circulation ;  the  Bank   would 
find   it  to   be  their  interest  so  to  do,  as  it  would 
relieve  them  of  part  of  their  dead  weight  of  bullion. 
Under  our  present  system,    this  is   of  the   utmost 
importance  to  the  country,  whether  the  amount  of 
bullion  in  the  Bank  deposit  be  either  eight  millions 
or  one  million ;  but   it  is  of  no  consequence  to  the 
public  whether  they  have  thirty-five  millions  or  one 

*  It  would  be  a  great  preventive  to  forgery,  if  these  one-pound 
notes  were  not  to  be  made  legal  tenders,  so  that  a  shopkeeper 
might  have  the  option  of  refusing  to  take  them  from  strangers. 
There  would  be  no  necessity  for  forcing  such  notes  into  circula- 
tion, as  they  would  only  be  required  for  a  very  limited  period, 
and  lo  a  small  amount. 
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million  in  circulation,  provided  they  have  a  repre- 
sentative to  carry  on  their  trade  with.  If  the  eight 
millions  be  totally  withdrawn  from  the  Bank,  a 
national  bankruptcy  in  consequence  takes  place  ;  but 
if  the  whole  thirty-five  millions  were  taken  from  the 
public,  and  placed  in  the  Bank,  they  would  not  be 
subject  to  any  loss  or  inconvenience,  provided  they 
had  a  substitute,  payable  in  cash  on  demand.  I 
wish  it  to  be  understood,  that  I  am  an  advocate  for 
a  silver  standard  ;  for  I  believe  it  would  do  all  that 
is  required  to  free  the  gold  :  but  as  many  object  to 
this  change,  perhaps  the  above  suggestions  may 
assist  in  meeting  the  dangers  which  so  frequently 
surround  us.  Or  perhaps  the  following  plan  might 
work  beneficially,  having  for  its  object  a  silver 
standard  for  commercial  purposes,  a  more  steady 
par  of  exchange,  and  leaving  our  gold  coin  for  the 
convenience  of  home  trade. 

The  Bank  of  England,  when  the  exchanges  are 
favourable,  to  purchase  from  time  to  time  a  certain 
quantity  of  silver,  which  shall  be  held  in  deposit. 
When  the  exchanges  are  against  the  country,  then 
use  the  deposit  of  silver  as  a  basis  on  which  to 
found  an  issue  of  bills  of  exchange.  These  bills  to 
represent  a  certain  number  of  ounces  of  standard 
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silver,  or  an  equivalent  in  dollars.  The  merchant 
would  readily  purchase  these  bills  of  the  Bank  to 
remit  to  foreign  parts,  and  probably  pay  a  premium 
equal  to  the  expense  of  sending  the  metal  abroad  ; 
they  would  never  be  below  par,  for  like  quantity  and 
quality  must  be  equal. 

Gold  should  be  as  free  as  air,  for  it   is  the  life- 
blood  of  commerce.     It  has  the  principle  of  water ; 
it  will  find  its  level,  and  they  who  attempt  to  im- 
pede its  progress  will  find  they  fight  against  a  tor- 
rent :    "  An  act  of   Parliament   is   a    very   weak 
weapon  to  oppose  against  self-interest."     The   ac- 
cumulation of  gold  in   a  country  is  no  proof  of  an 
increasing  wealth  arising  from  barter,  as   an  exam- 
ple will    show.      In  this   country,    three  yards   of 
cloth  may  be  equal  to  three  pounds  of  tea,  or  21,?. 
in  cash  ;  three  yards  of  cloth  in   China  may  equal 
five  pounds  of  tea,  or  21,?.    in   cash,  for  we  have 
more  cloth,  and  they  have  more  tea,  and   cash   is 
pretty  well  equal.     If  I  have   five  pounds  of  tea 
returned  to  me,  it  is  evident  a  profit  arises  on  the 
barter,  but  if  21  s.  are  returned,  I  had  better  not 
have  sent  the   cloth,  as    I  am   minus  freight  and 
charges.    The  precious  metals  are  seldom  considered 
as  a  profitable  remittance  to  a  commercial  country. 
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Silver  being  the  produce  of  South  America,  gives 
to  that  country  a  valuable  consideration ;  but  the 
country  where  the  silver  is  sent  may  either  gain 
or  lose. 

The  free  exportation  of  gold  and  silver  was  taken 
into  consideration  in  the  year  1660,  and  a  council 
of  trade  then  held,  gave  their  opinions  as  follows  : — 

46  If  upon  the  balance,  money  is  to  be  exported, 
the  strictest  laws  (as  by  experience  of  all  ages 
appeareth)  cannot  stop  it,  supposing  it  were  of 
absolute  necessity  to  restrain  all  money  and  bullion 
once  imported  to  be, kept  within  the  kingdom:  it 
then  came  under  consideration,  whether  the  laws 
hitherto  made  in  that  behalf  are,  or  that  it  be 
possible  to  make  a  law,  adequate  to  prevent  the 
exportation  thereof.  We  then  enquired,  what  load- 
stone attracted  this  metal  by  force  of  nature  to 
itself,  against  all  human  providence  or  prevention  ; 
and  soon  found  that  it  was  alone  the  present  course 
of  trade  and  traffic  throughout  the  world,  and  quite 
altered  from  that  in  former  ages,  when  those  sta- 
tutes were  made ;  which  hath  converted  all  action 
into  the  commodities  which  the  earth  and  sea  pro- 
duce, is  in  continual  circumrotation,  embraceth  all 
things,  and  hath  enforced  at  last  money  (which  in 
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former  times  was  only  used  as  the  measure  to  value 
all  commodities  by)  to  become  now  itself  to  be  a 
commodity,  subject  to  rising  and  falling  in  price  and 
value  as  any  other  merchandize,  and  to  be  the  only 
employment  of  thousands  of  merchants,  that  deal 
in  nothing  else.  There  are  some  trades  that,  in  fact, 
or  in  the  whole,  cannot  be  driven,  or  managed,  to 
any  profit  or  proportion  of  advantage  with  our 
neighbours,  but  by  exporting  money  or  bullion, 
either  together  with  their  merchandize,  or  wholly  a 
merchandize  or  commodity  itself." 

Many  facts  might  be  stated  to  show  the  mischief 
and  inutility  of  fixing  a  price  on  gold,  but  two  I 
think  will  suffice.  "  In  the  early  part  of  the  reign 
of  William  the  Third,  the  silver  coins  were  very 
defective,  wanting,  by  clipping,  &c.,  nearly  one- 
half  of  their  weight.  The  guineas  passed  in  cur- 
rency at  this  time  for  thirty  shillings  each,  being  a 
much  higher  value  than  the  price  of  bullion  would 
justify  :  the  consequence  was,  that  all  the  silver 
bullion  in  the  kingdom  that  could  be  collected, 
instead  of  being  brought  to  the  Mint,  was  exported 
for  gold  bullion,  in  which  foreigners  made  their 
payments  to  their  own  advantage,  and  to  the  great 
detriment  of  the  merchants  and  manufacturers  of 
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this  country.  A  new  silver  coinage  was  therefore 
begun  in  this  reign,  on  the  plan  principally  of 
Mr.  Locke.  The  Chancellor  of  the  Exchequer 
called  to  his  assistance  Sir  Isaac  Newton  (whom  he 
appointed  Warden  of  the  Mint),  and  Dr.  Halley. 
The  quantity  of  silver  coins  made  on  the  accession 
of  William  III.  amounted  to  £6,812,908  :  19:7, 
of  which  the  greater  part  was  coined  at  the  Tower, 
the  rest  at  the  country  mints  established  for  that 
purpose.  Four  years  were  employed  for  the  com- 
pletion of  this  re-coinage  :  the  whole  of  the  charges 
and  losses  have  been  estimated  at  not  less  than 
£2,700,000.  After  this  re-coinage,  in  1699,  it  so 
happened  that  the  gold  coin  was  rated  too  high 
compared  with  the  relative  value  of  gold  and  silver 
in  the  market :  the  consequence  was,  as  on  former 
occasions  of  the  like  nature,  the  new  silver  coins 
were  melted  down  and  exported,  and  in  the  course 
of  eighteen  years,  nearly  the  whole  amount  of  sil- 
ver r.e-coined  disappeared,  and  scarcely  any  silver 
bullion  was  brought  to  the  Mint  to  be  coined.  In 
this  state  were  the  silver  coins  of  this  kingdom  in 
the  year  1717,  when  the  ministers  of  George  the 
First,  alarmed  at  the  great  diminution  of  the  silver 
coins,  took  the  subject  into  consideration.  They 
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applied  to  Sir  Isaac  Newton,  then  Master  of  the 
Mint,  for  his  advice.  He  reported,  that  the  prin- 
cipal cause  of  the  exportation  of  the  silver  coin  was, 
that  a  guinea,  that  then  passed  for  twenty-one  shil- 
lings and  sixpence,  by  common  consent,  was  gene- 
rally worth  no  more  than  twenty  shillings  and  eight- 
pence,  according  to  the  relative  value  of  gold  and 
silver  in  the  market.  He  then  suggested  that  six- 
pence should  be  taken  off  the  guinea,  in  order  to 
diminish  the  temptation  to  export  and  melt  down  the 
silver  coin.  Soon  after,  the  guinea  was  lowered,  by 
proclamation,  to  twenty-one  shillings.  By  this  mea- 
sure, which  gave,  in  effect,  the  legal  value  of  twenty- 
one  shillings  to  a  piece  originally  intended  to  be  cur- 
rent at  twenty  shillings,  the  guinea,  being  yet  at  a 
higher  value  compared  with  silver  coins,  by  fourpence, 
than  it  ought  to  have  been,  and  those  who  had  any 
payments  to  make,  preferring  to  discharge  their  debts 
in  that  coin  which  is  over-rated,  all  considerable  pay- 
ments since  [up  to  the  time  Lord  Liverpool  wrote] 
have  been  made  in  gold  coin ;  and  the  silver  coins 
have  generally  served  only  in  making  small  payments, 
or  in  exchange  for  the  fractional  parts  of  the  gold 
coins."  What  trouble,  expense,  and  inconvenience 
might  have  been  saved  had  silver  been  the  standard 
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of  value,  and  gold  left  to  find  its  own  value  with  re- 
ference to  silver  in  the  market.  Here  it  is  plainly 
shewn,  that  however  just  the  proportions  may 
appear  at  a  given  time  between  gold  and  silver, 
there  are  circumstances  which  continually  alter  that 
proportion,  and  a  greater  demand  made  for  one 
metal  than  the  other  will  alter  its  value.  It  is  gene- 
rally thought  desirable,  by  those  unacquainted  with 
the  nature  of  the  bullion  business,  that  gold  in  bars 
should  have  fixed  quality,  the  same  as  the  coin  ;  but 
this  is  a  mistaken  notion,  for  the  process  is  attended 
with  expense,  and  without  the  least  advantage  ;  for 
in  bullion,  when  used  as  an  article  of  commerce,  the 
various  qualities  of  the  bars  suit  different  markets  ; 
some  countries  having  coins  finer  than  our  standard, 
others  coarser.  It  was  not  even  necessary,  in  Mr. 
David  Ricardo's  plan,  to  have  the  bars  made  of 
standard  quality ;  for  if  any  large  quantity  had 
been  sold,  it  probably  would  have  been  for  export- 
ation. Mr.  Ricardo's  plan,  59th  Geo.  3,  cap.  49, 
the  particulars  of  which  I  mean  to  give,  was  the 
second  instance  of  the  inutility  and  probable  mis- 
chief of  fixing  a  price  on  gold. 
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PLAN. 

"  Between  the  1st  of  February  and  1st  of  October, 

1820,  the    Bank   shall   pay  in  standard  gold,  for 
notes  tendered  to  an  amount  not  less  than  the  value 
calculated,  after  the  rate  of  eighty-one  shillings  per 
ounce. 

"  Between  October  the  1st,  1820,  and  May  the 
1st,  1821,  such  payments  shall  be  paid  in  gold 
calculated  after  the  rate  of  seventy-nine  shillings 
and  sixpence  per  ounce. 

"  Between  May  the  1st,  1821,  and  May  the  1st, 
1823,  such  payment  shall  be  paid  in  gold,  calcu- 
lated after  the  rate  of  seventy-seven  shillings  and 
tenpence  halfpenny  per  ounce. 

"  But  the  Bank  may,  between  February  1st  and 
October  1st,  1820,  make  payment  at  any  rate  less 
than  4/.  Is.,  and  not  less  than  31.  19s.  6d.  per 
ounce. 

"  Between    October     1st,    1820,   and    May    1st, 

1821,  it  may  pay  at  a  rate  less  than  3/.  19s.  6d. 
and   not  less  than  3/.   17s.    \Q?d.  on  giving  three 
days'  notice  in  the  gazette,  such   payments  to  be 
made  in  ingots  or  bars  of  sixty  ounces ;  fractional 
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sums  of  less  than  forty  shillings  to  be  paid  in 
silver." 

What  could  be  the  meaning  of  all  this  ?  Was  it 
to  facilitate  trade  by  having  gold  and  silver  in  cir- 
culation, and  yet  have  gold  bars  of  the  value  of 
250/.  and  silver  payable  to  the  amount  only  of  forty 
shillings?  If  meant  to  be  used  as  an  article  of 
commerce,  it  must  be  either  mischievous  or  nuga- 
tory ;  mischievous,  if  the  price  of  gold  abroad  rose 
above  that  fixed ;  and  nugatory,  if  the  price  re- 
mained below ;  but  the  following  particulars  will 
prove  the  inutility,  and  I  might  venture  to  say,  the 
absurdity  of  the  plan.  There  were  stamped  at  the 
Mint  2,028  ingots,  which  the  act  states  should  be 
60-ounce  bars ;  but  not  one  of  the  number  was 
precisely  that  weight. 

There  were  sold  13  ingots — most  likely  as  articles 
of  curiosity — as  follows  : 

£    s.    d. 

3  ingots  in  the  month  of  Feb.  1820,  at  •  •   4     1     0  per  oz. 

3  ingots         Oct.  1820     ••••   3  19     6 

7  ingots         May  1821     ....    3   17   10J 

One  of  the  ingots,  which  was  bought  in  the  month 
of  May,  1821,  at  31.  17 s.  10^.  per  ounce,  was 
brought  to  the  Bank  in  May,  1826,  and  sold  at 
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31.   17$.  6d.  per  ounc  e,   by  the  same  person  who 
bought  it ;  this  ingot  is     now  in  the  Bank,  the  re- 
maining twelve  that  wei  -e  sold   have  all   been  re- 
melted,    and   2,015    ingots     were    returned   to   the 
Mint  and   coined  into  sovereign  ^«,   which  accounts 
for  the  whole  2,028  ingots.     This  is  t.  ^e  result  of  a 
measure  which,  at  the  time   it   was  recom  mended, 
was    thought  to  be  the   most  wise   and   efficaeMOUS 
plan    to    adopt    for   preparing   the    way    to    cash 
payments. 

Many  more  valuable  quotations  might  be  given 
in  favour  of  a  silver  standard^  and  allowing  gold  to 
find  its  value  in  the  market ;  but  perhaps  enough 
has  been  said  to  draw  the  attention  of  persons 
qualified  to  form  a  judgment  on  a  subject  of  such 
vital  importance  to  the  country.  For  my  own 
part,  I  am  convinced,  if  the  gold  standard  is  per- 
sisted in,  that  one  of  these  days  we  shall  be  placed 
in  the  anomalous  situation  of  a  national  bankruptcy, 
at  the  same  time  that  we  have  a  very  large  quantity 
of  gold  in  the  country. 


PEIHAM     IUCHARD80N,     PRINTER,    23,    CORNMIXLL. 
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